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EXECUTIVE SUMMARY

In accordance with the City Auditor’s approved 2005-06 Workplan, we have prepared a
report of the status of open recommendations for the six months ending June 30, 2005. To prepare
this report, we met with department staff, reviewed department assessments of audit status, and
reviewed documentation provided by departments.

IMPLEMENTATION STATUS OF OPEN RECOMMENDATIONS
During the semi-annual period covering January 1 through June 30, 2005, there were one
hundred and fifty three (153) outstanding recommendations of which:

— 34 recommendations were implemented;
— 81 recommendations were partly implemented;
— 35 recommendations were not implemented; and

— 3 recommendations were deferred.

Table | summarizes these recommendations by audit report in chronological order.



TABLE

STATUS OF OPEN RECOMMENDATIONSBY AUDIT REPORT ENDING JUNE 30, 2005

Audit Report Partly Not
Report # Implemented | Implemented | Implemented | Deferred | Dropped
88-03 An Audit Of The Palice Department Overtime Controls 1
93-05 An Audit Of The Department Of General Services/V ehicle Maintenance 1
Division--Police Vehicles
95-06 An Audit Of The San Jose Arena Management Agreement 1
96-06 An Audit Of The City Of San Jose's Business Tax Collection Process 1
96-07 An Audit Of The City Of San Jose's Open Purchase Order Process 1 1
97-01 An Audit Of The City Of San Jose's Utility Billing System 1 2
98-05 An Audit Of The City Of San Jose's Sewer Billing Services 1
00-01 An Audit Of The Police Department -Bureau of Field Operations Patrol 1
Division's Staffing and Deployment
00-02 An Audit Of The City Of San Jose's Master Vendor File 1
00-04 An Audit Of The City Of San Jose Building Division's Building Permit 2
Fee Process
01-01 An Audit Of The Property Appraisal Process Of The Department Of 2 2
Public Works—Real Estate Division
01-02 An Audit Of The City Of San Jose Fire Department’s Overtime 5
Expenditures
01-05 An Audit of the City of San Jose Fire Department's Strategic Plan 2
Regarding Proposed Fire Stations
02-02 An Audit Of The San José Arena Management Corporation's 3
Compliance With The San José Arena Management Agreement
02-03 An Audit Of The Property Management Operations Of The City Of San 3 1
José' s Department Of Public Works — Real Estate Division
02-04 An Audit Of The San José Police Department’s Method Of Projecting 2 1
Sworn Officer Retirements And Other Separations
03-01 An Audit Of The Targeted Neighborhood Clean-up Program 1 1
03-03 An Audit Of The Fleet Management Division Of The Genera Services 6 4
Department’ s V ehicle Replacement Program
03-04 An Audit Of The Airport Neighborhood Services Group 2 1
03-07 An Audit Of The Neighborhood Development Center Of The 2
Department Of Parks, Recreation, And Neighborhood Services
03-10 An Audit of The San José Fire Department’ s Bureau of Fire Prevention 4 1
03-11 An Audit Of The Utilization And Replacement Of The City's Metered 2 5
Equipment
04-01 An Audit Of The Concentrated Code Enforcement Program 5 1
4/22/04 |Memorandum Of The Silicon Valley Workforce Investment Network 1
Memo  |Audit
04-02 An Audit Of The Crossing Guard Program 3 1
04-03 An Audit Of The Department Of Public Works' Real Estate Division 2
Real Property Acquisition Process
04-04 An Audit Of The Utilization And Replacement Of The City’s Transport 1 7
Vehicles
6/2/04  |Memorandum Of The Avis Rent A Car Audit 1 2
Memo
04-05 A Review Of The CUSP Request For Proposal Process 6 8
04-06 A Review Of The Request For Proposa For The New Civic Center 1 2 3
Converged Network System
10/4/04 |Memorandum-A Report On San Jose Municipal Water System 1
Memo  |Compliance With City Council Ordinance No. 26903
04-07 An Audit Of The City’s Cellular Phone Program 1 4 1
04-08 An Audit Of San José Family Camp 6 4
04-09 An Audit Of The City Manager’s Reforms 1 1 1
05-01 An Audit Of The Public Art Program 3 8
05-02 An Audit Of The Agreements Between The City And The Filipino 3 11
American Senior Opportunities Development Council (Fil-Am
SODC)
Totals 34 81 35 3 0




EXECUTIVE SUMMARY - continued

As of June 30, 2005, the distribution of the one hundred nineteen (119) recommendations
which remain open are as follows:

4 Airport 7 Planning, Building, and Code Enforcement

37 City Administration 2 Police Department
5 Economic Devel opment 23 Parks, Recreation, and Neighborhood Services
3 Environmental Services Department 5 Public Works Department

N

3 Finance Department San Jose Arena Management
13 Fire Department 1 Transportation
12 General Services

Of the one hundred nineteen (119) recommendations which remain open:

— 7 recommendations are Priority 1;
— 36 recommendations are Priority 2; and
— 76 recommendations are Priority 3.

Of the thirty five (35) recommendations which are “not implemented”:

— 1 recommendation is Priority 1,
— 7 recommendations are Priority 2; and
— 27 recommendations are Priority 3.

Graph 1 shows the priority status of recommendations that remained open during the past year.

GRAPH 1
PRIORITY STATUSOF REMAINING OPEN AUDIT RECOMMENDATIONS
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EXECUTIVE SUMMARY - continued

During this semi-annual period the City Council approved 27 new recommendations, and the
Administration implemented 34 recommendations. We thank the departments for their effortsin
implementing these recommendations and toward implementing those 119 recommendations still
outstanding.

Graph Il shows the number of City Auditor recommendations made and implemented from
May 1985 through June 2005.

GRAPH 11
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EXECUTIVE SUMMARY - continued

RECOMMENDATIONS REQUIRING MAKING GOVERNMENT WORK BETTER
COMMITTEE ATTENTION

Recommendations requiring Making Government Work Better Committee attention are those
recommendations for which either 1) the City Auditor and the Administration disagree on the
recommendation’ s implementation status, 2) the Administration has not informed the City
Auditor as to the status of the recommendation’simplementation, 3) the Administration has
indicated it cannot or will not implement the recommendation, 4) the recommendation will
require additional funding in order to be implemented, or 5) implementation would generate

additional revenues or cost savings.

96-06: AN AUDIT OF THE CITY OF SAN JOSE’'SBUSINESSTAX COLLECTION
PROCESS

#4 (Finance/Treasury Division/RK) - Upon approval of Recommendations #1, #2 and #3, request

funding for any associated costs for necessary new staff and additional operating expenses.
(Priority 3)

Not implemented. According to the Finance Department, staff is working on revenue
enhancing programs and Council-directed changes to the Business Tax Ordinance.
Three main areas in which the department is concentrating its efforts are: Business
Inventory Management System (BIMS), Business Tax Hardship Waiver, and the
Business Tax Amnesty Program. The Finance Department stated it would revisit this
recommendation during fiscal year 2005-2006. Target date: 6-06.

REQUIRES FUNDING: Funding was originally requested as part of the ITPB e-Gov
funds.

97-01: AN AUDIT OF THE CITY OF SAN JOSE'SUTILITY BILLING SYSTEM

#4 (Finance/Environmental Services Department/ME) - The City Council consider combining

sewer and storm drain fees with Recycle Plus billings. (Priority 2)

Partly implemented. In November 2004, the City Council approved the selection of
BearingPoint/PeopleSoft to implement an integrated billing, customer service, and
partner management system (CUSP) that would have the capability to issue combined
sewer, storm, and garbage bills. The project implementation and initial operationis
expected to take about 18-24 months. The project anticipates a consolidated billing
system, integrating Recycle Plus, Water, Sewer and Storm Drain fees into one
system, one bill. Target date: 12-06.

INCREASES REVENUE: $350,000. REDUCES COSTS: $350,000.



00-02: AN AUDIT OF THE CITY OF SAN JOSE’'SMASTER VENDOR FILE

#3 (Finance Department/I T Department/RK) - Prepare a proposal and budget requirementsto
allow for 1) identifying, researching, and purging inactive vendor numbers, “R” vendor numbers;
deceased, retired, and former employee numbers; and erroneously assigned vendor numbers from
the Master Vendor File and the corresponding recordsin other modules; 2) Archiving the records
taken off the Master Vendor File and the corresponding records; and 3) Using a vendor
numbering system for one-time payment of authorized purchases and automatic purging of such
vendor numbers. (Priority 3)

Implemented. However, according to the Finance Department, funding was not
provided for this effort during the preceding budget process. Further, the Finance
Department stated that due to the age of the current Financial Management System,
the Department is proposing through the Strategic Support CSA Information
Technology Strategic Plan, that funding be provided in the 2006-07 budget process to
fund the resources necessary to conduct a needs analysis and develop an RFP for a
new financial management system. Finally, the Department stated that the
functionality recommended in this audit recommendation can be included in the
needs analysis.

REQUIRES CITY COUNCIL ATTENTION: Although the Finance Department
technically implemented Recommendation #3, the problem the recommendation was
intended to correct still remains. Namely, the City’s Master Vendor File contains far
too many vendors and City employees. Asaresult, the City is still exposed to
fraudulent activities. Accordingly, the City Auditor recommends that his office
continue to monitor the Administration’s efforts until such time as the Administration
successfully ameliorates the City’ s exposure to fraud viathe Master Vendor File.

01-02: AN AUDIT OF THE CITY OF SAN JOSE FIRE DEPARTMENT'SOVERTIME
EXPENDITURES

#38 (San Jose Fire Department/EL) - | mplement a proactive sick leave reduction program to
inform line personnel of the benefits of conserving sick leave and rewarding personnel with
perfect attendance. (Priority 3)

Partly implemented. The Fire Department continues to pursue options for
implementing a program to address the concerns highlighted in this recommendation.
The Department is collecting data to identify the “drivers’ of sick leave and identify
patterns and their impact. Through the meet and confer process, the Department has
commenced a discussion with Local 230 to work together to address sick |eave usage.
Target date: 12-05.

COST SAVINGS: TBD.
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#9 (San José Fire Department/EL) - Evaluate the feasibility of implementing a comprehensive
Wellness-Fitness | nitiative Program for the San José Fire Department (SJFD) and prepare a
budget proposal should the initiative appear cost beneficial. (Priority 3)

Partly implemented. The Fire Department is currently evaluating the requirements to
implement a full comprehensive wellness program. The City Safety Officer is
working with the Department Safety Officer and Department Safety Committee to
formulate a Master Health and Safety Plan, which includes the implementation of the
Wellness-Fitness Initiative. Full implementation is pending the outcome of contract
negotiations with IAFF Local 230. Target date: 12-05.

COUNCIL ATTENTION REQUIRED: Requiresfunding TBD.

01-05. AN AUDIT OF THE CITY OF SAN JOSE FIRE DEPARTMENT SSTRATEGIC
PLAN REGARDING PROPOSED FIRE STATIONS

#3 (San José Fire Department/RM) - Develop for City Council consideration plans for expanding
its use of the Omega priority response level. These plans should include: obtaining the software
necessary to fully implement the Omega priority response level; options and costs for dispensing
non-emergency medical advice; and any other issues that need to be addressed. (Priority 3)

Partly implemented. The SIFD has completed some of the prerequisites necessary to
implement the Priority Dispatch Omega protocol. Specifically, it renewed its
accreditation as an Accredited Center of Excellence in February 2005; it implemented
the new CAD system necessary to integrate ProQA software necessary for the
Priority Dispatch Omega protocol; and it has begun using the ProQA software.
However, the current EM S Agreement with the County requires that the SIFD
respond on all 911 callsreceived. Under the Priorty Dispatch Omega protocol, the
911 call isreferred to an appropriate alternate site rather than requiring a response.
Therefore, the SIFD will be meeting with Santa Clara County EM S system
stakeholders in October 2005 to begin discussions on system improvements that
could be accomplished through revisions to the current EM S contract set to expire
June 30, 2006. The Priority Dispatch Omega protocol and its use to modify resource
response is apriority for the Fire Department in these upcoming discussions. The
Fire Department will aso need to evaluate advice program options and projected
costs as well as coordinate with Priority Dispatch Corporation and American Medical
Response Corporation to develop a comprehensive OMEGA protocol system for the
City. Target date: 7-06.

REQUIRES FUNDING: TBD.

#5 (San José Fire Department/RM) - Implement a pilot project to evaluate the use of SUVsor
Light Unitsto respond to lower priority emergency medical calls. (Priority 3)

Partly implemented. According to FY 2005-06 Manager’ s Budget Addendum #10,
temporary redeployments of existing fire companies are proposed to minimize the
General Fund operating costs on ayear-by-year basis for the next three years. The
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Fire Department intends to collect data to determine the appropriateness of this
strategy beginning with the first temporary redeployment of an existing fire company
to new Fire Station 33, scheduled for construction completion in the fall of 2006.
According to the Fire Department, this proposed redeployment will include funding
for the addition of one firefighter/paramedic position (3.5 FTES) to the remaining
five-person company at Station 13, in 2006-07 to defer operating costs associated
with the opening of Station 33 and to perform a pilot study of the feasibility of using
the Tender/Light Unit to respond to lower priority medical calls. The expedited
implementation of the Fire Department’ s Fire/EM S records management system, in
response to the Mayor’ s June budget message, will enable the Fire Department to
gather and analyze operational and clinical data on the effectiveness of alternative
deployment options. Target date: 7-06.

REQUIRES FUNDING: TBD.

02-03: AN AUDIT OF THE PROPERTY MANAGEMENT OPERATIONSOF THE CITY
OF SAN JOSE’'SDEPARTMENT OF PUBLIC WORKS—REAL ESTATE DIVISION

#1 (City Council/EL) - Revisit its policy on non-profit leases of City-owned properties.
(Priority 2)

Not implemented. Before revisiting its policy on below-market rents to non-profit
entities, the City Council requested that the Office of the City Auditor survey al City
departments, and the Redevelopment Agency, to identify all City- and Agency-owned
real property non-profit organizations lease, occupy, or otherwise use. The City
Auditor issued a survey of Citywide Real Property Inventory in December 2002. The
survey identified 43 leases to non-profit organizations. The General Services
Department plans on working with other City Departments and the San Jose

Redevel opment Agency to submit to the San Jose City Council for its consideration a
revised draft policy on Below Market Rental Use of City-Owned Land and Buildings
by Non-profit or Charitable Organizations for Governmental or other Public
Purposes. Target date: 6-06.

REQUIRES COUNCIL ATTENTION.

#12 (Department of Public Works/EL) - Assign to the Real Estate Division the responsibility for
providing oversight over leases of City-owned property. (Priority 2)

Partly implemented. The General Services Department’stwo Real Property Agents
have assumed the responsibility of providing consultant services on the development
and negotiation of leases of City-owned property. Individual departments continue to
oversee leases of City-owned property. The Department needs to develop an
approach to partner with Departments now overseeing leases. Additional resources
are required to assume the responsibility of providing oversight over leases of City-
owned property.

COUNCIL ATTENTION REQUIRED: Requiresfunding TBD.
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02-04: AN AUDIT OF THE SAN JOSE POLICE DEPARTMENT'SMETHOD OF
PROJECTING SWORN OFFICER RETIREMENTSAND OTHER SEPARATIONS

#3 (City Administration/EL) - Determine the feasibility of designing a Regular Deferred
Retirement Option Plan that improves sworn officer retention and retirement predictability
without being cost prohibitive. (Priority 3)

Not implemented. Due to the City’s current fiscal situation and on-going
negotiations, we recommend deferring this recommendation.

COUNCIL ATTENTION REQUIRED: We recommend that this recommendation be
deferred.

04-08 AN AUDIT OF SAN JOSE FAMILY CAMP

#2 (Parks, Recreation, And Neighborhood ServicesEL) - Upgrade camp staff housing.
(Priority 3)

Partly implemented. Staff housing consists of 22 soft-sided tents and five hard-sided
cabins. Demolition and rebuilding of four staff cabins was completed between
January and June 2005. Four additional tent platforms are scheduled for upgrade in
2005-06. Unit cost of tent upgrades has increased to $3,500 per unit.

Target date: 6-06.

COUNCIL ATTENTION REQUIRED: $63,000 funding required to repair 18 tent
platforms.

#4 (Parks, Recreation, And Neighborhood Services/EL) - Develop budget estimate for repairing
deck railings, water tanks, and amphitheatre. (Priority 3)

Partly implemented. PRNS staff and volunteers repaired six tent platforms between
March and May 2005. According to PRNS staff, the water tank liner and
reconditioning project was deferred after consultation with the local Health
Department and vendor. PRNS originally planned to use volunteers to implement
this project, but instead will rely on professional installers plans to protect City
warranty rights. This project will be completed in two phases by April 2006 and will
cost $9,500. The amphitheatre seating was repaired and reconditioned at a cost of
$3,000 in materials and 150 staff and volunteer hours. Additiona work remaining
includes repairing amphitheatre erosion at an estimated cost of $8,000. The project
will entail redirecting winter rain water and will be completed as funds are identified.
Target date: 12-06.

COUNCIL ATTENTION REQUIRED: $17,500.



COMPLETE LISTING OF THE STATUS
OF OPEN AUDIT RECOMMENDATIONS
AS OF JUNE 30, 2005

88-03: AN AUDIT OF THE POLICE DEPARTMENT OVERTIME CONTROLS

#14 (San José Police Department/ME) - Develop and implement forms for documenting the
justification and authorization of all overtime occurrences. (Priority 3)

Partly implemented. The City Auditor and members of the SIPD met with the Rules
Committee to discuss this recommendation. The City Auditor’s Office recommended
to add thisitem to their 2005-06 Audit Workplan to conduct a*“controls review” of
the SIPD’ s overtime controls. After the controls review, the City Auditor’s Office
will then make the decision to either close this recommendation or recommend
another audit of the Department’ s overtime justification and authorization process.
Target date: 6-06.

93-05: AN AUDIT OF THE DEPARTMENT OF GENERAL SERVICES/VEHICLE
MAINTENANCE DIVISION--POLICE VEHICLES

#5 (City Council & City Administration(Employee Relations)/JO) - Update the current section of
the City Administrative Manual on employee transportation to include language defining a City-
wide sphere of influence and stipulating how employees will compensate the City for taking a City
vehicle beyond the City’ s sphere of influence. (Priority 2)

Partly implemented. City Policy Manual Section 13.01 states, “ Employees approved
for take-home use of vehicles will comply with any standards, which may be set by
the City regarding the maximum allowable time or distance from the reporting
location for standby or callback duty.” In order to implement this recommendation,
we will review the departments’ standards regarding this issue for appropriateness
and consistent implementation. Target date: 12-05.

95-06: AN AUDIT OF THE SAN JOSE ARENA MANAGEMENT AGREEMENT

#4 (City & San José Arena Management Corporation/ME) - Agree on a definition of what the
program operating budget in section 9.02 of the Management Agreement should include in order
to facilitate the San José Arena Management Corporation preparing the budget and submitting it
to the City for review and approval in accordance with the terms of the Management Agreement.

(Priority 2)

Not implemented. Although the City and Arena Authority continue to reserve the
right for future considerations for the submittal of the program operating budget, it is
not required for any immediate purpose. Target date: 12-05.



96-06: AN AUDIT OF THE CITY OF SAN JOSE’SBUSINESSTAX COLLECTION
PROCESS

#4 (Finance/Treasury Division/RK) - Upon approval of Recommendations #1, #2 and #3, request
funding for any associated costs for necessary new staff and additional operating expenses.
(Priority 3)

Not implemented. According to the Finance Department, staff is working on revenue
enhancing programs and Council-directed changes to the Business Tax Ordinance.
Three main areas in which the department is concentrating its efforts are: Business
Inventory Management System (BIMS), Business Tax Hardship Waiver, and the
Business Tax Amnesty Program. The Finance Department stated it would revisit this
recommendation during fiscal year 2005-2006. Target date: 6-06.

REQUIRES FUNDING: Funding was originally requested as part of the ITPB e-Gov
funds.

96-07: AN AUDIT OF THE CITY OF SAN JOSE’'S OPEN PURCHASE ORDER PROCESS

#19 (General Services Purchasing Division/Finance Department/RM) - Develop and implement
invoice review and approval proceduresto be included in the City Administrative Manual. The
procedures should provide assurance that:

e goods or services were authorized under the open purchase order;
e goods or services were received;

e on open purchase orders over $5,000, invoiced quantities, prices/rates and termsarein
accordance with the terms of the open purchase order;

e invoices are mathematically correct;

e departments receive the pricing and rate documentation necessary to properly review
invoices; and

e receiving documents are forwarded to accounting units to match to the invoices.
(Priority 2)

Not implemented. The Finance Department is in the process of developing
procedures to be included in the City Administrative Manual. However, staff
redeployments intended to accomplish this task are not complete, so these procedures
have not yet been completed. Target date: 6-06.



#21 (Finance/RM) - Finalize revisionsto the Finance Administrative Manual Accounts Payable
Section. (Priority 3)

Partly implemented. The Finance Department isin the process of updating the
Accounts Payable Section of the Finance Administrative Manual. Continued
vacancies in this section have further delayed completion of this project.
Target date: 6-06.

97-01: AN AUDIT OF THE CITY OF SAN JOSE'SUTILITY BILLING SYSTEM

#4 (Finance/Environmental Services Department/ME) - The City Council consider combining
sawer and storm drain feeswith Recycle Plusbillings. (Priority 2)

Partly implemented. In November 2004, the City Council approved the selection of
BearingPoint/PeopleSoft to implement an integrated billing, customer service, and
partner management system (CUSP) that would have the capability to issue combined
sewer, storm, and garbage bills. The project implementation and initial operationis
expected to take about 18-24 months. The project anticipates a consolidated billing
system, integrating Recycle Plus, Water, Sewer, and Storm Drain feesinto one
system, one bill. Target date: 12-06.

INCREASES REVENUE: $350,000. REDUCES COSTS: $350,000.

#19 (Finance/Environmental Services Department/ME) - Request that the City Council authorize
a database administrator position at the UBS. (Priority 3)

Implemented. The DBA position was filled the end of February 2005 and has now
been made permanent.

#20 (Finance/Environmental Services Department/ME) - Establish on-going procedures for
(1) scanning for errors and correcting customer data in the database, (2) purging unnecessary
data, (3) authorizing changesin account status from active to inactive, and (4) routinely
reviewing monthly reports for rate code exceptions. (Priority 3)

Partly implemented. In November 2004, the City Council approved the selection of
BearingPoint/PeopleSoft to implement an integrated billing, customer service, and
partner management system. Staff is currently working with BearingPoint to develop
an implementation plan, which will include determining which data will be converted
to the new system. During the implementation phase, staff will work with
BearingPoint to develop procedures for ongoing, periodic purging and/or archiving of
billing system data, which are expected to be in place once the new system goes live.
Target date: 12-06.



98-05. AN AUDIT OF THE CITY OF SAN JOSE'SSEWER BILLING SERVICES

#2 (Environmental Services Department/DM) - Document its methodology for estimating sewer
flow and its criteria for granting water loss adjustments. 1n addition, the Envriomental Services
Department should annually review existing water |oss adjustment factors for both monitored
industries and unmonitored companies and require supervisory review and approval of all
changesto those factors. (Priority 2)

Partly implemented. The Environmental Services Department (ESD) has adopted a
policy requiring installation of flow meters at major industrial locations, where
feasible, as part of the permit renewal cycle. Those major industrial locations without
flow meters are required to submit engineering reports that the ESD will review. The
ESD procedures aso require that industrial customers submit an engineering report to
substantiate disputed water 10ss adjustments. For the remaining institutional,
commercial, and industrial customers, ESD plans to focus its review resources on 1)
those customers that use the largest amounts of water, 2) schools, and 3) those
customers with the largest water 1oss adjustment factors. In addition, any new
customers coming to Planning and Building will be asked to provide information on
their requested water loss factor adjustments. The ESD devel oped a workplan to
evaluate water |oss factors for the customers listed above. ESD staff reviewed water
loss factors for one of the workplan categories but after the follow-up period that
ended June 30, 2005. We will review the implementation of the workplan during the
subsequent recommendation follow-up. Target date: 12-05.

00-01: ANAUDIT OF THE POLICE DEPARTMENT —BUREAU OF FIELD
OPERATIONSPATROL DIVISION'SSTAFFING AND DEPLOYMENT

#1 (San José Police Department/City Administration/RM) - Negotiate with the San José Police
Officers’ Association to modify shift-starting times to provide sufficient flexibility to deploy
officersin the most efficient and effective manner. (Priority 2)

Partly implemented. Staff has received training on the Police Department’ s patrol
staffing software purchased in early 2003. According to the Police Department, shift
change time-modifications will require an extended study and analysis using the
patrol staffing software for a minimum of at least two full shift change periods. The
Police Department has set a high priority on using the patrol staffing software.
Target date: 3-06.



00-02: AN AUDIT OF THE CITY OF SAN JOSE’'SMASTER VENDOR FILE

#3 (Finance Department/I T Department/RK) - Prepare a proposal and budget requirementsto
allow for 1) identifying, researching, and purging inactive vendor numbers, “R” vendor numbers;
deceased, retired, and former employee numbers; and erroneously assigned vendor numbers from
the Master Vendor File and the corresponding recordsin other modules; 2) Archiving the records
taken off the Master Vendor File and the corresponding records; and 3) Using a vendor
numbering system for one-time payment of authorized purchases and automatic purging of such
vendor numbers. (Priority 3)

Implemented. However, according to the Finance Department, funding was not
provided for this effort during the preceding budget process. Further, the Finance
Department stated that due to the age of the current Financial Management System,
the Department is proposing through the Strategic Support CSA Information
Technology Strategic Plan, that funding be provided in the 2006-07 budget process to
fund the resources necessary to conduct a needs analysis and develop an RFP for a
new financial management system. Finally, the Department stated that the
functionality recommended in this audit recommendation can be included in the
needs analysis.

REQUIRES CITY COUNCIL ATTENTION: Although the Finance Department
technically implemented Recommendation #3, the problem the recommendation was
intended to correct still remains. Namely, the City’s Master Vendor File contains far
too many vendors and City employees. Asaresult, the City is still exposed to
fraudulent activities. Accordingly, the City Auditor recommends that his office
continue to monitor the Administration’s efforts until such time as the Administration
successfully ameliorates the City’ s exposure to fraud viathe Master Vendor File.

00-04: AN AUDIT OF THE CITY OF SAN JOSE BUILDING DIVISION'SBUILDING
PERMIT FEE PROCESS

#3 (Building Division/EL) - Develop a process for accounting for works-in-progressto ensure a
proper matching of Building Program revenues and costs. (Priority 3)

Deferred. The Building Division received afinal report from the Financial
Consulting Group on the process to account for works-in-progress. The Building
Division staff were trained on how to update statistics and apply the process. The
department considers the establishment of an enterprise fund or a special revenue
fund with afully funded works-in-progress reserve to be unlikely in the current
economic climate as significantly larger reserves would be required than are currently
available. Planning, Building, and Code Enforcement staff and the other
development service partners will use the methodology to calculate the City’ s works-
in-progress liability for development fees, report the result to the development
community, and reconsider the implementation of thisitem in 2006 when increased
activity and higher reserve levels might make it more feasible. Since full



implementation is delayed by the fiscal recovery of the economy, the City Council
approved deferring this recommendation at its April 27, 2004 meeting.
Target date: 6-06.

#4 (Building Division/EL) - Establish a policy and process to pay for long-term capital or asset
acquisitions. (Priority 3)

Deferred. The Building Division received afinal report from the Financial
Consulting Group recommending a sinking fund to pay for long-term capital asset
acquisitions. Long-term assets in the program consist primarily of inspector vehicles
and the Integrated Development Tracking System (IDTS). Vehicle fleet adds are
charged directly to the fee program when purchased and the cost of replacement
vehiclesis recovered through the overhead rate on the basis of a depreciation
schedule determined by the Finance Department. Funding for the IDTS was
accumulated through the implementation of a 2 percent automation surcharge on
development fees. This surcharge was discontinued after three years and the ongoing
mai ntenance costs of the system are included as overhead in the cost of permits.
Since full implementation is delayed by the fiscal recovery of the economy, the City
Council approved deferring this recommendation at its April 27, 2004 meeting.
Target date: 6-06.

01-01: ANAUDIT OF THE PROPERTY APPRAISAL PROCESSOF THE DEPARTMENT
OF PUBLIC WORKS—REAL ESTATE DIVISION

#11 (Public Works Real Estate/GE) - Augment its requested consultant servicesto include an
assessment of whether the File Locator Database Program is compatible with the City’ s overall
records management strategy and other City systems and can be upgraded to provide the ability to
identify specific documents for purging and the statistical functions needed to support
productivity tracking and management reports. (Priority 2)

Partly implemented. Without the use of consultant services, the Real Estate Division
and General Services are working on how best to implement this recommendation.
Staff reduction in the FY 04-05 budget has slowed progress and draft
recommendations will be delayed. However, an initial assessment has been
conducted and recommended options will be tested. Target date: 7-06.

#12 (Public Works Real Estate/GE) - Write a user manual and conduct staff training on the use
and maintenance of the File Locator Database Program if it decides to enhance and implement
the Database. (Priority 3)

Not implemented. Implementation of this recommendation depends on the
implementation of Recommendation #11. Target date: 7-06.



#13 (Public Works Real Estate/GE) - Write current and complete Real Estate Division policies
and proceduresin the prescribed Department of Public Works format. (Priority 3)

Partly implemented. The department has determined that this recommendation can
be completed with shared resources within the department. We reviewed and
approved a draft for consistent formatting with the requirements of this audit finding.
The draft manual will be circulated to the Office of the City Attorney and Real Estate
Agentsto finalize the manual. Target date: 12-05.

#14 (Public Works Real Estate/GE) - Develop a project tracking system that will track targeted
and actual dates on a project by project basis. (Priority 3)

Not implemented. The Budget Office and the Information Technology Department
approved arequest to expend funds to complete the Real Estate Tracking System
(RETS). Nevertheless, implementation of the RETS database has not been
accomplished. The Real Estate Division executed a consultant contract for delivering
the product with specific levels of detail for tracking land acquisitions. However, the
consultant has not met his obligations in delivering the product as agreed. Staff has
developed a provisional in-house tracking system; however, this system does not
comply with their own level of detail requirements. The RETS specification details
linked screens with universal fields that have access limitations to input data and field
changes. RETS s capable of report generation by multiple topics and graphic
illustration of actual project status versusinitial project schedules. Additionally,
RETS can auto-populate various forms. The object of the recommendation isto
identify improvements in the storage and access to information for increased
productivity and streamlining of work effort. Real Estate Division management
agrees that their in-house tracking system isinadequate. However, internal
disagreements over the implementation and necessity of some functions have shelved
RETS implementation. Staff should resolve disputed system options.

Target date: TBD.

01-02: AN AUDIT OF THE CITY OF SAN JOSE FIRE DEPARTMENT'SOVERTIME
EXPENDITURES

#5 (San José Fire Deparment/EL) - Report to the City Council updated staffing information by
December of each year including staffing levels and vacancies by rank, the number of personnel
on disability and modified duty, and projected short-term and long-term vacancies. (Priority 3)

Partly implemented. The Fire Department presented a report to the Making
Government Work Better (MGWB) Committee in September 2004. The report
included a detailed analysis of staffing levels by rank, and projected long-term and
short-term vacancies. At the time, the Department committed to return to MGWB in
early 2005 with a comprehensive report on overtime. An update report was presented
on February 17, 2005, and a comprehensive report on March 17, 2005. An annual
staffing report will be presented in December of each year. Target date: 12-05.



#6 (San José Fire Deparment/EL) - Update its 1992 study regarding the use of relief staff and
overtime to meet minimum staffing requirements and annually determine the most efficient and
cost effective mix of relief staff and overtime to meet minimum staffing needs. (Priority 3)

Partly implemented. The Fire Department presented a report to the Making
Government Work Better (MGWB) Committee in September 2004. The report
included a detailed analysis of staffing levels by rank, and projected long-term and
short-term vacancies. At the time, the Department committed to return to MGWB in
early 2005 with a comprehensive report on overtime. An update report was presented
on February 17, 2005, and a comprehensive report on March 17, 2005. The study
identified that using relief positions cost the City 9 to 15 percent less than overtime,
depending on the rank required to meet minimum daily staffing. Staff plansto return
to the MGWB Committee in December 2005 with arelief staffing proposal to
enhance operation effectiveness and cost savings. Target date: 12-05.

#7 (San José Fire Deparment/EL) - Review sick leave data to establish benchmarks for sick leave
use and identify possible patterns of abuse and take appropriate follow-up actions. (Priority 3)

Partly implemented. The Fire Department continues to pursue options for
implementing a program to address the concerns highlighted in this recommendation.
The Department is collecting data to identify the “drivers’ of sick leave and identify
patterns and their impact. Through the meet and confer process, the Department has
commenced a discussion with Local 230 to work together to address sick |eave usage.
Target date: 12-05.

#38 (San Jose Fire Department/EL) - | mplement a proactive sick leave reduction program to
inform line personnel of the benefits of conserving sick leave and rewarding personnel with
perfect attendance. (Priority 3)

Partly implemented. The Fire Department continues to pursue options for
implementing a program to address the concerns highlighted in this recommendation.
The Department is collecting data to identify the “drivers’ of sick leave and identify
patterns and their impact. Through the meet and confer process, the Department has
commenced a discussion with Local 230 to work together to address sick |eave usage.
Target date: 12-05.

COST SAVINGS: TBD.

#9 (San Joseé Fire Department/EL) - Evaluate the feasibility of implementing a comprehensive
Wellness-Fitness I nitiative Program for the SJIFD and prepare a budget proposal should the
initiative appear cost beneficial. (Priority 3)

Partly implemented. The Fire Department is currently evaluating the requirements to
implement a full comprehensive wellness program. The City Safety Officer is
working with the Department Safety Officer and Department Safety Committee to
formulate a Master Health and Safety Plan, which includes the implementation of the



Wellness-Fitness Initiative. Full implementation is pending the outcome of contract
negotiations with IAFF Local 230. Target date: 12-05.

COUNCIL ATTENTION REQUIRED: Requiresfunding TBD.

01-05. AN AUDIT OF THE CITY OF SAN JOSE FIRE DEPARTMENT'S STRATEGIC
PLAN REGARDING PROPOSED FIRE STATIONS

#3 (San José Fire Department/RM) - Develop for City Council consideration plans for expanding
its use of the Omega priority response level. These plans should include: obtaining the software
necessary to fully implement the Omega priority response level; options and costs for dispensing
non-emergency medical advice; and any other issues that need to be addressed. (Priority 3)

Partly implemented. The SIJFD has completed some of the prerequisites necessary to
implement the Priority Dispatch Omega protocol. Specifically, it renewed its
accreditation as an Accredited Center of Excellence in February 2005; it implemented
the new CAD system necessary to integrate ProQA software necessary for the
Priority Dispatch Omega protocol; and it has begun using the ProQA software.
However, the current EM S Agreement with the County requires that the SIFD
respond on all 911 calls received. Under the Priorty Dispatch Omega protocol, the
911 call isreferred to an appropriate alternate site rather than requiring a response.
Therefore, the SIFD will be meeting with Santa Clara County EM S system
stakeholders in October 2005 to begin discussions on system improvements that
could be accomplished through revisions to the current EM S contract set to expire
June 30, 2006. The Priority Dispatch Omega protocol and its use to modify resource
response isapriority for the Fire Department in these upcoming discussions. The
Fire Department will also need to evaluate advice program options and projected
costs as well as coordinate with Priority Dispatch Corporation and American Medical
Response Corporation to devel op a comprehensive OMEGA protocol system for the
City. Target date: 7-06.

REQUIRES FUNDING: TBD.

#5 (San José Fire Department/RM) - Implement a pilot project to evaluate the use of SUVsor
Light Unitsto respond to lower priority emergency medical calls. (Priority 3)

Partly implemented. According to FY 2005-06 Manager’ s Budget Addendum #10,
temporary redeployments of existing fire companies are proposed to minimize the
General Fund operating costs on ayear-by-year basis for the next three years. The
Fire Department intends to collect data to determine the appropriateness of this
strategy beginning with the first temporary redeployment of an existing fire company
to new Fire Station 33, scheduled for construction completion in the fall of 2006.
According to the Fire Department, this proposed redeployment will include funding
for the addition of one firefighter/paramedic position (3.5 FTES) to the remaining
five-person company at Station 13, in 2006-07 to defer operating costs associated
with the opening of Station 33 and to perform a pilot study of the feasibility of using
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the Tender/Light Unit to respond to lower priority medical calls. The expedited
implementation of the Fire Department’ s Fire/EM S records management system, in
response to the Mayor’ s June budget message, will enable the Fire Department to
gather and analyze operational and clinical data on the effectiveness of alternative
deployment options. Target date: 7-06.

REQUIRES FUNDING: TBD.

02-02: AN AUDIT OF THE SAN JOSE ARENA MANAGEMENT CORPORATION'S
COMPLIANCE WITH THE SAN JOSE ARENA MANAGEMENT AGREEMENT

#1 (Arena Management/ME) - Develop written proceduresfor calculating the annual Arena fees
payment to the City and include in those new procedures estimating luxury suite revenues based
upon prior years luxury suite leasing history. (Priority 2)

Partly implemented. Procedures have been drafted and will be used in analyzing
annual Arenafee payments and estimating revenues. The procedures will then be
reviewed and updated as required and then finalized. Target date: 6-06.

#3 (Arena Management/Arena Authority/City Attorney s Office/ME) - Develop a mutually
agreeable delivery schedule regarding the frequency of the detailed reports and records relating to
the City Related Accounts. (Priority 3)

Partly implemented. A mutually agreeable delivery schedule has not yet been
finalized. Target date: 6-06.

#4 (Arena Management/ME) - Provide the past and future City | ncome Reports and Audit
Reportsin accordance with the Management Agreement. (Priority 3)

Partly implemented. Arena Management did not file the required reports, partially
due to the National Hockey League labor dispute. City staff isworking actively with
Arena Management to resolve thisissue and other related issues. Target date: 12-05.

02-03: AN AUDIT OF THE PROPERTY MANAGEMENT OPERATIONSOF THE CITY
OF SAN JOSE'SDEPARTMENT OF PUBLIC WORKS—REAL ESTATE DIVISION

#1 (City Council/EL) - Revisit its policy on non-profit leases of City-owned properties.
(Priority 2)

Not implemented. Before revisiting its policy on below-market rents to non-profit
entities, the City Council requested that the Office of the City Auditor survey al City
departments, and the Redevelopment Agency, to identify all City- and Agency-owned
real property non-profit organizations lease, occupy, or otherwise use. The City
Auditor issued a survey of Citywide Real Property Inventory in December 2002. The
survey identified 43 leases to non-profit organizations. The General Services
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Department plans on working with other City Departments and the San Jose
Redevelopment Agency to submit to the San Jose City Council for its consideration a
revised draft policy on Below Market Rental Use of City-Owned Land and Buildings
by Non-profit or Charitable Organizations for Governmental or other Public
Purposes. Target date: 6-06.

REQUIRES COUNCIL ATTENTION.

#2 (Administration/Department of Public Works/Real Estate Division/EL) - Include languagein
its leases with non-profits requiring the annual submission of documentsto the Division to
facilitate an annual review. (Priority 3)

Partly implemented. Lease and property criteria, eligibility, terms of tenancy and
annual review requirements criteriawill be submitted to the City Council for its
consideration as elements of arevised draft policy on Below Market Rental Use of
City-Owned Land and Buildings by Non-profit or Charitable Organizations for
Governmental or other Public Purposes. Target date: 6-06.

#3 (Administration/Department of Public Works/Real Estate Division/EL) - Establish a formal
application process for non-profit leases of City-owned property including the submission of key
non-profit background information. (Priority 3)

Partly implemented. A formal application process for non-profit leases and
submission of key non-profit information will be considered for inclusion in arevised
draft policy on Below Market Rental Use of City-Owned Land and Buildings by
Non-profit or Charitable Organizations for Governmental or other Public Purposes.
Target date: 6-06.

#12 (Department of Public Works/EL) - Assign to the Real Estate Division the responsibility for
providing oversight over leases of City-owned property. (Priority 2)

Partly implemented. The General Services Department’stwo Real Property Agents
have assumed the responsibility of providing consultant services on the development
and negotiation of leases of City-owned property. Individual departments continue to
oversee leases of City-owned property. The Department needs to develop an
approach to partner with Departments now overseeing leases. Additional resources
are required to assume the responsibility of providing oversight over leases of City-
owned property.

COUNCIL ATTENTION REQUIRED: Requiresfunding TBD.
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02-04: AN AUDIT OF THE SAN JOSE POLICE DEPARTMENT'SMETHOD OF
PROJECTING SWORN OFFICER RETIREMENTSAND OTHER SEPARATIONS

#1 (San José Police Department/EL) - Expand its current attrition-based approach for projecting
sworn officer retirements to include the longer-term impact of retirements using demographic
considerations. (Priority 3)

Implemented. The SIPD conducted an evaluation of sworn officer demographics
taking into account age, years of service, and hire date to augment their current
attrition-based approach in retirement projection. The SIPD Personnel Division
included the results of the evaluation in their quarterly report to the department
administration. The SIPD will continue to use the demographic and attrition-based
approaches to predict retirements. The Auditor’s Office will remain availableto
review their demographic model and assist the SIPD in improving their approach to
retirement projection.

#2 (San José Police Department/EL) - Evaluate the impact of any proposed retirement plan
changes on future sworn officer retirements. (Priority 3)

Implemented. The department is implementing a policy to evaluate age and years of
service as part of their attrition-based approach to retirement projections. The SIPD
conducted an evaluation of sworn officer demographics taking into account age, years
of service, and hire date to augment their current attrition-based approach in
retirement projection. The SIPD Personnel Unit included the results of the evaluation
in their quarterly report to the department administration. According to the SIPD
Personnel Unit, they will continue to regularly evaluate age and years of service to
improve their retirement projections.

#3 (City Administration/EL) - Determine the feasibility of designing a Regular Deferred
Retirement Option Plan that improves sworn officer retention and retirement predictability
without being cost prohibitive. (Priority 3)

Not implemented. Due to the City’s current fiscal situation and on-going
negotiations, we recommend deferring this recommendation.

COUNCIL ATTENTION REQUIRED: We recommend that this recommendation be
deferred.
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03-01: ANAUDIT OF THE TARGETED NEIGHBORHOOD CL EAN-UP PROGRAM

#1 (Code Enforcement/CC) - Report to the City Council on its assessment of ways to reduce
overtime costs and increase targeted Clean-up areas to accommodate an average of 22 bins per
Clean-up event,

Work with the City Council to establish a City Council Office-Directed Community Grant
Program to provide for two small neighborhood Clean-ups per year per City Council District, and

Develop written standards regarding the form, content, and timing for Clean-up event flyers and
use funds budgeted for Clean-up event binsto cover the costs to mail the flyers. (Priority 3)

Partly implemented. According to Code Enforcement and in coordination with
Employee Relations and Employee Services, it was determined that a pool of 8 part-
time, unbenefited Regional Park Aides would be added to Code Enforcement to
monitor the bins and other work required at the Clean-up events. Code Enforcement
reports an average of 18.8 bins per Clean-up which isa 17.5 percent increase over the
past average. Between 2003-04 and 2004-05, Code Enforcement reports serving an
average of 8,134 households, a 17 percent increase in the number of households
serviced by Clean-ups. Although the average number of binsis below the 22 bins per
Clean-up event, Code Enforcement reports that demand varies by Council District.
Code Enforcement should use the additional Park Aidesto expand the targeted areas
and achieve an average of 22 bins per Clean-up. Target date: 3-06.

#5 (Code Enforcement/CC) - Report to the City Council on the extent of coordination efforts with
other City services and community-based organizations. (Priority 3)

Not implemented. Code Enforcement distributed a letter and clean-up schedule to
community-based organizations in February 2005. Code Enforcement had
anticipated on providing the City Council with an informational memorandum on
coordination efforts by the end of March 2005. According to Code Enforcement,
they were unable to meet this target due to focusing on the 2005-06 budget and
service delivery. They anticipate providing the informational memo to the City
Council in December 2005. Target date: 12-05.

03-03: AN AUDIT OF THE FLEET MANAGEMENT DIVISION OF THE GENERAL
SERVICESDEPARTMENT'SVEHICLE REPLACEMENT PROGRAM

#2 (Fleet Management Division/San José Police Department/Budget Office/JO) - Determine an
appropriate “ operational contingency” of police patrol sedansthat can meet operational and
unexpected replacement needs. (Priority 2)

Implemented. Our work with the San Jose Police Department and the Fleet

Management Division of General Services has resulted in many changes to the
marked patrol sedan fleet. These changes have resulted in efficiencies which allowed
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for asignificant reduction of the marked patrol sedan fleet. Due to these changes, the
marked patrol sedan fleet has been reduced from 363 marked patrol sedansto 338 (a
25 sedan reduction).

#6 (Fleet Management Division/JO) - Consistently follow its vehicle replacement policy for all
vehicle purchases regardless of the funding source. (Priority 2)

Partly implemented. The Fleet Management Division (FMD) has finalized their
replacement policy and procedures. However, due to the current freeze on vehicle
replacements, the General Services Department has not had an opportunity to
demonstrate consistency in its implementation of the vehicle replacement policy. We
will follow up on this recommendation after the FMD has had an opportunity to
implement the new procedures. Target date: 12-05.

#8 (City Manager/JO) - Establish and implement a Citywide replacement policy for transport
vehicles that incorporates vehicle mileage, yearsin service, accurate repair costs, and
comprehensive mechanical assessments. (Priority 2)

Partly implemented. The Fleet Management Division (FMD) has finalized their
replacement policy. However, due to the current vehicle freeze, the FMD has not had
an opportunity to demonstrate consistency in its implementation of the replacement
policy. We will follow up on this recommendation after the FMD has had an
opportunity to implement the new procedures. Target date: 12-05.

#9 (Fleet Management Division/JO) - Stop loaning vehicles to departments on a long term basis
and implement a formal process for loaning vehicles, including the use of the City vehicle pool.
(Priority 2)

Implemented. The FMD hasfinalized a Citywide vehicle loan policy. The policy
provides for the temporary redeployment of vehicles with funding support. The
procedures include controls that help insure that |oaned vehicles are reevaluated at
the conclusion of the original |oan term.

#10 (Fleet Management Division/JO) — Develop and implement procedures for theretrieval and
disposal of replac